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- Good Morning Chairwoman Cox and members of the House Appropriations Committee. | am Gilda
Jacobs, president and CEO of the Michigan League for Public Policy, a nonpartisan research and
advocacy organization that promotes economic opportunity for all, regardless of race, place or
income and addresses poverty in a comprehensive manner. As a 12-year veteran of the Legislature,
I understand what it means to be on both sides of the table. You have to balance the politics of the
day with the needs of your constituents and the residents of our great state. | understand the
careful line you have to walk because I've been in your shoes.

Today, we join numerous advocates in opposing Senate Bill 897, which would require the
Department of Health and Human Services to seek a waiver from the federal government imposing
work requirements on Medicaid recipients. While we appreciate Senator Shirkey’s willingness to
make changes to this bill, any changes to the bill—including lowering the hour threshold or adding
exemptions—will not fix the underlying flaws in the legislation that will ultimately be harmful to
Michigan families.

Research shows that a majority of Medicaid recipients who can work are already working and that
work requirements will result in the loss of coverage for individuals, create an increased and undue
burden on physicians and employers unable to complete cumbersome paperwork, come at a
significant financial cost to both state and federal government, and may result in legal action.

Data from the University of Michigan shows that those on the Healthy Michigan plan are already
working and if they are not, they are retired, students or suffering from a chronic health condition
that may make it difficult to work. It is also very clear from a similar study done at the university
that having access to health insurance through the Healthy Michigan Plan has improved individuals’
abilities to go out and find a job or keep a job. Medicaid is indeed a work support, not a work
program.

We also have concerns regarding the administrative burden and additional red tape. The Senate
Fiscal Agency states that it would cost the state between $20-30 million annually to administer work
requirements, but in comparing these costs to other states, this appears to be on the low end. And
while the bill carves out a number of populations, there is cause for concern as to the amount of
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paperwork that those looking for an exemption may have to fill out, including potentially needing
sign off from physicians or employers. It is not beyond the realm of possibility that people will lose
access to health coverage because they are unable to qualify for a limited exemption, may not
understand the process of qualifying for an exemption or that they may even qualify for one, or
struggle to provide the necessary documentation to prove they qualify. Failure to comply with work
requirements will result in a one year lockout from coverage.

The bill calls for the department to direct individuals trying to comply with requirements to existing
resources for work training, transportation and child care, but provides no additional funding to
these programs. These are vital support services for anyone trying to get or keep a job and
challenges in accessing them may be exacerbated in rural parts of our state. The state would need
to invest heavily in these programs to actually make it possible for people to meet these stringent
work requirements. And this is true whether the person is working 29 hours, 20 hours or even 10 or
15 hours.

We also have concerns about how work requirements will hurt those that are working in industries
with unstable work hours including retail, food services or in our state’s extensive tourism industry.
As you continue to look at this proposal we urge you to look more closely at the realities of the
labor market, where jobs and supports are available, and what skills are needed for them.

The Michigan League for Public Policy was a strong advocate for the Healthy Michigan Plan when it
passed in 2013. Nearly 670,000 people have received health insurance through the program and
while many said that the program is “over-enrolled,” perhaps it is more a reality of what many
Michiganders are facing. Healthy Michigan has cut uncompensated care to our Michigan hospitals in
half; it is likely that this progress would be reversed with implementation of work requirements.
Work requirements will likely lead to huge coverage losses and just because someone loses health
coverage, doesn’t mean they won’t still need care—they likely will return to hospitals for any and all
care. This is especially worrisome for hospitals in rural areas.

Attempting to impose these harsh requirements will be detrimental to many Michigan populations,
including Medicaid recipients, small business owners, doctors and medical staff, and state
caseworkers. When it comes to our state Medicaid program, which is helping people and employers
in every district in the state, | urge lawmakers to look for ways to improve the services, not
haphazardly eliminate them.

Thank you for your time and consideration.
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Medicaid Work Requirements: Why Making People

Work Doesn't Work

R ecent changes at the federal level now allow states
to request waivers to enforce work requirements on
Medicaid recipients. Some policymakers in Michigan have
suggested that Michigan should adopt such a policy.
However, work requirements for Medicaid are a bad idea
for a number of reasons.

On Jan. 11, 2018, the federal Department
of Health and Human Services (HHS) and
the Centers on Medicare and Medicaid
Services  (CMS)  provided guidance
indicating the administration’s decision to
allow work requirements in Medicaid. CMS
Administrator Seema Verma has historically
cited her concerns about able-bodied
individuals being enrolled in Medicaid; the
population of “able-bodied” individuals is
typically able to access Medicaid through
expansion programs, for example, the
Healthy Michigan Plan. However, a majority
of the states that have requested work
requirement waivers from CMS have been states that

have not yet expanded Medicaid. This raises concerns
about the implications of work requirements on the
elderly, disabled and other traditional Medicaid
populations as many of these states’ work requirements
would apply to these so-called traditional Medicaid
populations. The decision to approve waiver requests
relating to work requirements reverses years of both
Republican and Democratic administrations’ beliefs that
the requirements do not promote the program’s ultimate
purpose of providing health insurance.

Despite HHS and CMS’s claims, data and history show us
that work requirements don’t improve health outcomes

or employment outcomes for those who qualify for
Medicaid. Implementation of work requirements will
ultimately result in lost coverage for individuals unable to
complete cumbersome paperwork, properly qualify for an
exemption, or overcome daily barriers to being able to get
to work.

AGAINST MEDICAID OBIJECTIVES

Section 1115 waivers, which would allow
for states to request the use of work
requirements for  qualification  of
Medicaid, were created by Congress and
were intended to be broad, but within
the confines of the law. Specifically, that
a Medicaid waiver must be an
“experimental, pilot or demonstration
project” that, in the judgment of the HHS
secretary, is “likely to assist in promoting
the objectives of” the Medicaid program.
If we look very plainly at the intent of the
Medicaid program, the program was designed to give
people with low incomes health insurance and improve
their health. Nowhere in the Medicaid statute does it say
that work could and can be used as a determination of
eligibility. From that view, Medicaid is a health insurance
program, not a jobs program—a basis supported by
every previous administration.

When President Lyndon B. Johnson signed Medicaid into
law in 1965, he stated:

“Millions of our citizens do not now have a full
measure of opportunity to achieve and to enjoy
good health, millions do not have protection or
security against the economic effects of sickness.
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And the time has now arrived for action to help
them attain that opportunity and to help them get
that protection.”

In this speech he also talked about lifting people out of
poverty, helping the sick and developing compassion in
our country. He spoke of “attaining opportunity” to
receive healthcare—not to receive healthcare only if you
are working.

In her speech to state Medicaid directors, CMS Adminis-
trator Verma stated that “if we are going to live up to the
promise of Medicaid, we need to do more than simply pay
for healthcare services, it's why we believe community
engagement requirements are actually in the spirt of
Johnson’s idea.”

It is clear that much of the debate over Medicaid work
requirements will be about whether or not they support
the objectives of the program, which is expected to be
one of the legal challenges states may use to block work
requirements.

WAIVER LEGALITY

While CMS/HHS have provided guidance that they will
accept waivers allowing for work requirements, there are
some questions on whether or not they are legal. Under
the Social Welfare Act, the act that created the Medicaid
program, the secretary of HHS can waive certain parts of
the Medicaid Act but cannot impose new eligibility
criteria—in this case, the criteria of work in order to
qualify for Medicaid. This is also expected to be the basis
of legal challenges to work requirements.

Legal challenges will focus on individual states’ proposals
and why CMS approved a specific waiver allowing for
work requirements. It is important to note that blocking
work requirements in one state through litigation does
not mean that work requirements proposed in other
states will be blocked by the courts.

CMS Administrator Verma has already defended the
assumptions that legal challenges to work requirements
will be forthcoming once waiver requests start being
approved. She believes there is a link between having a
job and positive health outcomes and has referenced
numerous studies that show that. While this research
does exist, there is some disagreement that this could be
a “chicken before the egg” situation. Are people able to

get a job because they are healthy or are they healthy
because they have a job?

It is expected that this research will be used to defend
HHS’s decisions to approve work requirements in states. It
is also possible that legal challenges could be made on the
basis of administrative procedure and whether the proper
state and federal rulemaking process is followed before
waivers are approved.

A lawsuit has already been filed in response to the recent
approval of the Kentucky Medicaid waiver (Stewart v.
Azar). The lawsuit identifies 15 plaintiffs ranging from
retired workers, students, housekeepers, and car
repairers, ranging in age from 20-62, all of whom rely on
the healthcare provided by Medicaid. The plaintiffs are
asking the court to declare the work requirements and the
waiver in its entirety illegal on the basis of two different
issues. The first declaring that HHS has “bypass[ed] the
legislative process and act[ed] unilaterally to ‘comprehen-
sively transform’ Medicaid” using “a narrow statutory
waiver authority” that has “effectively rewritten the
statute.” More plainly, the requirements risk the loss of
Medicaid by creating new eligibility requirements that
may be beyond HHS’s authority. The plaintiffs also raised
the concern that the process violated the Administrative
Procedures Act stating that the proper notice and public
comment period was not met.

It is also possible for the court to consider if the waiver
qualifies as “experimental,” if authority was exceeded
when HHS determined that these policies further the
objectives of the program, if policies are supported by
evidence in the administrative policy, and if the work
requirements were issued without formal notice and
comment rule-making.

MEDICAID ENROLLEES ARE ALREADY
WORKING

Right here in Michigan we have data showing that
Medicaid enrollees are working and that their ability to
have health insurance improves their work outcomes. A
study by the University of Michigan shows that of those
enrolled in Michigan’s Medicaid expansion program,
Healthy Michigan, 69% did better at work once they were
covered, and that those who were out of work said that
coverage made it easier for them to seek out a job. What
is also notable is that those surveyed who were not
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working stated numerous justifiable reasons including
poor health, chronic conditions, age or other limitations.

In another study of Healthy Michigan recipients done by
the University of Michigan, 48.8% of respondents said
they were employed. It is an
important reminder that although
they are employed and qualify for
Medicaid, they make no more than
about $15,800 for an individual or
$32,300 for a family of four.
Additionally, 27.6% of enrollees
were out of work, with many stating
poor health status, chronic illness or
mental illness as their reason for not having work. The
rest of those surveyed who were not working stated they
were unable to work due to fair or poor health (11.3%), or
because they were retired (2.5%), students (5.2%) or
homemakers (4.5%).

Other studies related to Medicaid employment nation-
wide show that 6 out of 10 nonelderly Medicaid enrollees
are working and 8 out of 10 Medicaid enrollees live in a
household where someone is working. Similar to the study
done in Michigan, those who are not working state that
disability, caregiving responsibilities or going to school are
the reasons they are not.

The evidence is clear that Medicaid enrollees are working,
and those who are not face legitimate health issues or
other barriers associated with their age or position in life.
On the face, it is possible that those who have asserted
why they do not or cannot work could be viewed as
“exempt” from work requirements, but obtaining that
exemption can often be difficult and could result in losing
health coverage or never being able to obtain it. States’
decisions to propose work requirements are a solution in
search of a problem, as it is evident that people on
Medicaid are working—often more than one job—to help
support their families.

EXEMPTIONS WILL BE HARD TO GET

The ability to be granted a so-called exemption from work
requirements may be difficult for some people to get.
While it is likely that states will propose exemptions for
the people who are “medically frail,” the narrow language
of this definition could result in individuals losing their
coverage. Typically, people who receive Supplemental

Security Income (SSI) would qualify for exemption through
the “medically frail” distinction, but it is not clear at this
time how non-SSI adult Medicaid enrollees who may also
suffer from a disability or chronic health condition and are
not able to work will obtain an
exemption. Right here in Michigan, we
can look at the 27.6% of Healthy
Michigan recipients surveyed that
reported serious chronic conditions as a
reason for not working.

The process of obtaining medical records,
physician statements or other documents
to prove exemption can be a difficult
task, made more difficult for individuals not currently
enrolled in a health insurance program. States are
required to comply with the Americans with Disabilities
Act and other laws that protect people with disabilities—
CMS has provided little insight into how they are to prove
their exemption.

BUREAUCRACY AND LOST COVERAGE

The long history of difficult enrollment practices in
programs such as the Children’s Health Insurance Program
(CHIP) and Medicaid foreshadow further concerns about
imposing work requirements. The inability for individuals
to manage complex paperwork and government
bureaucracy could result in individuals losing coverage.
One cause of major concern could be those who may be
seeking an exemption from work requirements but may
have difficulties completing the appropriate paperwork
due to a chronic disease or disability and therefore would
have to comply with the requirements. Depending on how
the waiver was written, noncompliance with the work
requirement could result in additional negative actions;
for example, Kentucky’s waiver includes a six-month
lockout from coverage for not complying with the work
requirements.

In another layer of bureaucracy, paperwork that will be
needed to prove meeting work requirements does not
only need to be completed by the individual required to
meet them. Employers will also need to fill out paperwork
proving that an individual is in fact working, and doctors
will have to sign-off should a person not be able to work.
People will fall through the cracks, sometimes by no fault
of their own, due to burdensome paperwork.
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There is also concern regarding the impact implementing
a work requirement would have on employees in state
government. Tracking individuals who must meet work
requirements will mean additional training and paperwork
for state employees. The process of enrolling in and
renewing Medicaid is already difficult and additional
requirements are sure to put a strain on state agencies
and employees. Michigan doesn’t need more red tape and
it would be irresponsible to think that adding work
requirements will do anything except cost the state
significant amounts of money and add more paperwork
for everyone.

STATE BUDGET IMPACTS

The guidance that has come from CMS requires states to
identify how they will assist enrollees in attaining, seeking
and maintaining work. However, it does not allow the use
of federal Medicaid funds to provide this assistance. Given
the current status of Michigan’s budget, lower projected
revenues and changes in the tax code, it is hard to identify
where the state would be able to come up with funding to
support these types of programs. There are multiple
barriers that may interfere with an individual’s ability to
comply with work requirements including job training,
transportation and child care that the state would have to
address. In order to comply with guidance from CMS, the
state—should it decide to impose work requirements—
would potentially need to pull from other state services in
order to provide the required support for enrollees. This
could result in cuts to education, infrastructure or other
vital social service programs that Michigan lawmakers and
residents tend to prioritize.

A recent report out of Kentucky shows that the estimated
cost of simply setting up the infrastructure to track work
requirements will cost nearly $187 million just in the first
six months, of which $167 million is expected to come
from the federal government. In Tennessee, the
estimated work requirements would cost the state
$18.7 million a year with the federal government kicking
in an additional $15 million. Similar studies in states such
as Virginia also show the need for significant financial
investment to set up electronic systems, hire additional
staff and track individuals, including providing individuals
the needed resources to find work. To date, CMS has not
commented on the increased federal spending on
administration. States would need to invest significant

funding to provide individuals the needed support to
access jobs, including job training and professional
development opportunities.

Kentucky officials have said that they expect the imple-
mentation of work requirements and other reforms will
save the state over $2 billion dollars. This savings is likely
to come as a result of people losing their coverage by not
being able to meet these harsh requirements or not even
being able to attain coverage due to reforms.

STATUS OF REQUESTS IN OTHER STATES

Numerous states have submitted requests to HHS and
CMS to allow work requirements for Medicaid enrollees.
Almost immediately following the announcement that
waiver requests for work requirements would be
accepted, a request submitted by Kentucky was approved.
The Kentucky waiver includes a number of problematic
reforms including lockouts, ending retroactive coverage
and imposing premiums in addition to work requirements.

The work requirement accepted in Kentucky requires that
enrollees who are not primary caretakers, pregnant or
full-time students must work, volunteer, be searching for
a job or seeking job training for at least 80 hours a month,
unless they are already working 30 hours a week. Docu-
mentation is required monthly and if the requirement is
not maintained, enrollees’ Medicaid will be suspended
unless other arrangements are made, including making up
hours or enrolling in health or financial literacy classes.
These so-called reforms are expected to significantly
reduce the number of individuals who are able to attain
and maintain Medicaid coverage. Kentucky expects that as
a result of the harsh reforms allowed in their waiver
request, Medicaid enrollment will drop by 3% in the first
year, ultimately growing to 15% in the fifth year. This
means 20,000 enrollees with low incomes will lose this
valuable health coverage in the first year and grow to over
100,000 by the fifth year—this includes those enrolled in
the state’s Medicaid expansion program.

Like in Michigan, many of those enrolled in Medicaid in
Kentucky are working or find that maintaining Medicaid
coverage improves their ability to seek and maintain
work. The harsh requirements of reporting will result in
individuals losing access to coverage, including for chronic
conditions or substance use disorders, and additional
barriers to keeping and maintaining employment.
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IS MICHIGAN NEXT?

Legislation has been introduced in the Michigan House of
Representatives to impose work requirements on the
Healthy Michigan population, with additional rumors
swirling about other attempts to implement work
requirements. As lawsuits move forward in Kentucky, it is
imperative that Michigan look at the human and financial
costs of attempting to implement work requirements,
especially with the growing data and information that
shows they are likely to cause more harm than good.

Instead of burdening individuals with harsh and confusing
work requirements, it would be more productive for
Michigan lawmakers to invest in job training and
continued support for the Medicaid program, without
which many Michiganders would lose access to valuable
health coverage that allows them to work and provide for
their families.
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